A critical modernisation theory is more likely to provide pointers to practical development measures than dependency theory was able to do, which was often unable to progress beyond the dichotomy between "delinking" and "integration", at least in Germany. In the real world, development policy does not consist in choosing between extremes of this kind but in seeking intermediate forms that are acceptable to the economy as a whole and suited to the specific conditions of the country in question. The modernisation approach and the traditional foreign trade and 41 Hermann Sautt e r : Socio-cultural Aspects of Supply-side Economics for Developing Countries, in: INTERECONOMICS, No. 6, 1983 , pp. 278-285. 42 G. Wilhelm R6pke : Jenseits von Angebot und Nachfrage, Erlenbach, Zurich, Stuttgart, 4th edition, 1966 development theory have much more to offer in this regard than the proponents of dependency theory would like to admit.
Nevertheless, in the light of a critical modernisation theory, a development policy based on purely economic principles and the belief that the industrial countries' economic programmes and notions of social structures can be transposed unaltered to the developing countries also appears extremely questionable. For example, one glance at the social context of economic development shows that a competitive economic order can be viable only if a number of legal, political and institutional conditions are created. 41 The Ordo-liberal school was always aware of this. 42 The question of how these conditions can be created in the cultural setting of a developing country is much more pressing than is realised by those who wish to pursue development policy with Friedmanesque concepts.
DEVELOPMENT THEORY

Revival of "Inward-oriented Development"? The Economic Policy Stance of the Church in Latin America
by Franz Peter Lang, Bochum* Criticism within the Catholic churches of Latin America of the IMF and its approach to the development problems of the sub-continent has been persistently increasing in recent years. The measures imposed by the IMF, especially those following the payments crisis of 1982 have met with growing opposition. The impression that the churches have adopted a Marxist line on this issue is, however, a superficial one which needs to be examined more closely in the context of the dependencia theory and of recent economic developments in Latin America. D uring recent years the Latin American churches have been expressing their views more frequently and with greater unity on the burning socioeconomic problems facing the subcontinent. The outward orientation of Latin American economic policies towards the world markets, the "desarrollo hacia afuera", is criticised as a failure. At least under the present conditions its prospects of success are regarded as slim. The advocates of a "desarrollo hacia adentro", an economic and development policy course primarily oriented towards domestic policy objectives and based on regional autarky, can claim growing support.
Bearing in mind the traditional role of the Catholic church as a stabilising factor in this region, this new tone * University of the Ruhr. INTERECONOMICS, July/August 1985 must be paid particular attention. Two aspects are especially important when seeking an explanation for this obvious change of opinion regarding development policy. The first is the nature of economic development in Latin America during recent years. The second is the orientation of the majority of Latin American economic theoreticians and policymakers towards the "dependencia" theory, the theory of dependency. We take a closer look below at both these aspects, and also set out to ascertain the economic policy stance of Latin American churches in the conflict with prevailing western economic views (as supported by the International Monetary Fund).
The economic and financial difficulties facing most Latin American countries during recent years and the DEVELOPMENT THEORY resultant slowdown in economic growth have been accentuated by the recession in the industrialised countries. The cyclical downturn led to a reduction in demand for exports from Latin American countries and a further deterioration in their terms of trade) At the same time, the growing protectionist trend in the industrialised countries meant that markets for Latin American exports only expanded to a limited degree. 2 This had a particularly adverse effect on oil-exporting countries (such as Mexico and Venezuela), since the coincidence of generally weak demand, energy-saving measures, stock depletion, the substitution of other sources of energy, and shifts in supply sources induced a sharp decline in the volume of oil exports and also pushed down prices.
The import spending of the other Latin American countries had risen sharply as a result of the increased price of oil (1979/80). Furthermore, export earnings fell even further in 1981 and 1982 as a result of the drop in the prices of non-oil raw materials. The effects of growing interest rates were also felt in the form of the increased cost of stock-keeping. The high exchange rate of the dollar substantially increased the prices quoted in this currency. What is more, th'e record harvests of cereals and cotton put pressure on world market prices for these raw materials. The relative debtservicing burden grew as a result of the increase in real interest rates and the continuous appreciation of the dollar.
The pressure resulting from these unfavourable developments in international trade was intensified by the fact that economic and fiscal policies in most Latin American countries were oriented towards domestic policy objectives. The low level of real interest rates in the mid-seventies had triggered a marked increase in investment spending) The substantial increase in the cost of borrowing as a result of the recession-induced increase in interest rates reduced all investment returns (taking into account the higher borrowing costs) in real terms as well as the number of viable investment propositions for the private sector. This particularly applied to those investments already made which were financed by loans with variable interest rates. The fiscal policies pursued during the pre-recession years were marked by a rapid increase in the money supply and in 1 Cf. IMF: Annual Report 1984, pp. 8ft.
2 Cf. F. P. L a n g: Neo-Protectionism and Economic Growth, in: INTERECONOMICS, No. 3, 1984, pp. 129 ft. 3 Cf. IMF: Annual Report 1984, pp. 80ft.
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